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I and increase credit avallable for pro-

new flscal year the financial outlook
assumes freah Interest from the stand-
pointa of Investment markets and pos-
sibla effects of the retrenchment cam-
palgn,  The corrective menasurea applied
by the Reserve Board to check Inflation

ductiva loans are strengthening the
country's eredit structure and dolng
gredt good. 1€ persisted in, they will
safeguard the money market during
nutumn's usual credit straln. There ia
no easy money In sight. The experience

of the Inst aix months has emphasized
what has bean sald repeatedly In this
newspaper concerning the probability
that 1920 would be n high mongy year,
It could mot well bho otherwise, when;
burdens of reconstruction financing are
taken Into account and cost of restoring
our worn  out rallroads congjdered,
Those burdens, great as Lthey are, how-
ever, are nal!n\n‘ compared with digr-
culty of financing orderly deflation and
putting American Industry again upon &
sane price basin,

Strengthening Credit,

In such a sltuation credit curtailment
was (nevitable and of all things to be
denired. The country has taken it well
and will emerge from the ordeal stronger
than it was before the facilities of the
Reserve aystem had been fully tested.
Commodity prices are being lowered
gradually and, although foodstuffs have
not declined much, thelr general trend Ia
again toward a normal level, a change
of large importance. Although It Is too
early to say what the final benefits will
be. the first fruits are suggestive of Im-
menge strengthening of the credit strue-
ture which will result from making the
community regard the borrowed dollar
In fta true light. At a time when the
whole world ls short of eredit and part
of It is starvihg for necessities of life, It
s ridiculous to give the gpendihrift bor-
rower the terma quoted to n conserva-
tive applicant who keepa well within his
borrowing limit. The market that does
that sort of lending Is headed toward
bankruptcy and genuinely hard times.
Such tactica are never Justified except
in war., when the borrower happens to
be a Government fighting hard to maln-
taln its freedom. No such need exists
and It s proper, therefore, that the
banks should diseriminate sharply In
favor of productive loans and against
finuncial  adventurers, whose (rans-
actlons present a sérlous moral hazard
In times like these.

Pennalizing Heckleas Borrowers.

The Reserve banks of St. Louls, Kan-
®an Clty, Atlanta and Dallas have met
that situation by taking advantage of
the Phglan amendment to the reserve
act, which permita n Reserve bank to
adopt graduated rediscount rates ad-
justed (o penalize severely a recklese
borrower. That syvsteth s ingenious
enough to justify 1ts uitimate extension
throughout the Reserve territory be-
cause it penalizses the reckless bhorrower
by Impo#ing a graduated tax on exces-
slve loans, The Reserve bank fixed the
btinals Une of credit for every one of Ita
member banks at "85 per cent. of the
avernge reserve balance maintalned by
the member bank with the Reserve bank,
plua the Investment of the member bank
In the stock of the Reserve bank multl-

that a member bank which carries with
its Reserve bank an average balance of
say $10,000,000 and has $500,000 in-
vested In the stock of the Federal Re-
serve Bank Is glhven o rediscount limit
of $17,600,000, Thut sum represents an
amount equivalent to two and one-half
timos what is 66 per cent. of its average
reserve b%lance plus the amount of (ts
stock holding In the Federal Reserve
*ank.

Reniriciing Redisconnis.

For every 25 per cent more than the
fixed limit that the member bank Is nl-
lowed to borrow the Federnl Reserve
Bank adds half of 1 per cent to Ita
regular discount rite as a penalty for
borrowing more than its basle line of
credit, which makes the rate cover the
risk and 18 sald to have forced mome
member banks to pay as high ax 12 or
18 per cent. for accomodation when ex-
ceptional rediscounts have been applied
for. It isbettér to exact an exceptionally
high rate than |t would be to deny the re-
dlscount privilege to s member bank be-
cause =uch A course might result dis-
astrously for the Institutlon and the
community that it serves, i law
does not compel the Federal Reserve
Bank to rediscount the paper of any
member bank. But in proctice (v is
found better 1o pennlize a bank for ex-
cossive borrowings because by ndding to
cost of such accommaodation the bor-
rowilng member bank usually Is kept
within safe Hmits, Jnasmuch as the
four Federal Reserve banks that have
adopted that method hiave not advanced
thair rediscount rate to 7 per cent. they
are still conducting thelr business on a
relatively low rediscount basie. That
method has been found effective, how-
ever, In restricting credita and forcing
A venturesoms borrower to conduct his
business witliln safe lines.

Ellminate Non-Essential Leans.

The whols country is eliminating non-
emsential loans as far as possible and
banks are readjusting their loan ac-
counts to Insure plentiful ecredit for
those engaged in really productive un-
idertnkinum That attitude is bringing
about n reapportlonment of credit and
| gradually forcing marketing of large
stocks of merchandise and foodstuffs
iheld for high prices. In that manner
| apecuintive loana are being llquidated
| and credit long tled up in carrying mer-
| chandise for higher prices Is being
| placed at the dizposal of commercial bor-
| rowers, That process Is atrengthening
the bank position and promoting lqul-
dation of huge merchandise stocks specu-
| latively held. The net résult will ba
genuina purification of the country's loan
aceount, with such a weeding out of
| highly speculative loans as will force
i abandonment of practices calculated to
increama llving cost. That movement
has emphasized the adaptabllity of the
‘reserva system for dealing with msuch a
highly complicated eredit aituation as
has grown outl of the war financing and
| reorkanization which followed cemsation
| of hostilitiea.

Financing the Harvest,
| Interlor cltles are calling for funds

plied by two and one-half,” which means | 2

.

rmlllloncu have suggoested It as the best
wolution of prolilems growing out of the
freight tieup and car shoriage,

Farmars already are Importuning ralls
roads for cars and various commerciml
hodlea have besought supervising authorl-
tlea to rush box cars to sections where
ompty frelght cars (n good working
order are ‘rarely nowadays seen. It In
to be huped that thoss arrangements will
work out seatisfactorily, bhecause the
country has sustalned an enormous 600
nomic loss through freight congestion
and credit. § The situation has many in-
taresting anspeats, and demands from
abrond are still numerous and represent
Immiense total oparations, ‘The whole
world la crylng for tha msort of finan-
clal amslstance which the United Statos
alone s competent to give, and within
the next few weoks extraordinary In-
ducements may be held out by forelgn
borrowers anxious to Interest American
Investors. The country Is dolng & good
buniness along conservative llnes, and
although many problemn are to be solved
before fall elections be held there s rea-
son (o belleve that the natlon will come
through 100 per cent, eMelent In thingw
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which make for optimlam and sustained
recovary.

Kurope has suffered much through re-
oansting of International frontisrs and
diMeulties experienced by raliroads in
adapling thamssives to new national or-
ganlsations, Transportation equipment
over there, aa In the United Hiates, s
badly worn and unfit for giving the best
sorvice when prompt transfer of mer-
chandise, raw material and foodstuffs
preseiits A problem of first Importance,
Increased fraight rates will be an-
nounced here soon lo compensata rall-
roada not only for losses but also for
Increased oullays for wuppllies and heav-
Iy expanded wago apportlonment, which
must bs provided for soon am the
Central Labor Hoard announces ita retro-
agtive schedules. Thérs Is much In the
sltuation to encournge hard headed In-
vestors because the country ls making
rustained progress In activitles which n
year ago wers much less reassuring,

Enormous suma pald out In July divi-
depnd and Interest disbursementis this
week will ba of material asalstance In
sustaining securlty prices because It I8
apparent (hat heavy investments will

be made by that muiltitude of shrewtd
bond buyera sirongly appealed to by &
¥ or an § per cent. inoome return, The
Investment outlook s In many respecta
stronger to-day'than It was at this time
Inst year, whon the bank position was
logs sound. Inflationary movements In
full swing and ‘ profiteering & much
greater menace, 8o fur an political con-
ditlons are concernsd, the schievements

"hold public hoarings in New York l'm-'
ginndong October 15, aocording (o an Ans

nouncement made by Irving T. Bunl,
ohndgman of the execullve eummlmul
of the Chamber of Commerce of the
Siate of New York, All firmy, sioam- |
ship companies and Individuals Jdesir-|
oun of appearing betors the commission
wara requested in My, Bush's nnn'mnr'h-l
ment Lo communicate with Charles {

WEEK ENDED

TOTAL TRANSACTIONS IN THE NEW YORK STOCK EXCHANGE

1818,

with which to Anance heavy demands of |
crop moving sections. Some Interior
banks, fearing Inability of rallroads to!
furnish eqwipment necessary lo insure
quick markeiing of crops, have notified
farmer cuatomers that they must carry
their own crops this year untll marketed,
& novel change, but soms banking com-
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